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IN THE  MATTE R OF THE  AP P LICATION OF ARIZONA WATE R COMP ANY,
INC., AN AR IZO NA C O R P O R ATIO N,  F O R  AUTHO R ITY TO  IMP LE ME NT
ARS ENIC COS T RECOVERY MECHANIS M FOR ITS S AN MANUE L W ATE R
S YS TEM IN ITS  EAS TERN GROUP  (DOCKET NO. W-01445A-02-0619)

P urs ua nt to De cis ion Nos . 66400 a nd 66849, Arizona  Wa te r Compa ny ("Compa ny",
"Applica nt" or "AWC") file d a n a pplica tion on Augus t 20, 2007, with the  Arizona  Corpora tion
Commis s ion ("Colnmis s ion") re que s ting a uthoriza tion to imple me nt S te p One  of the  Ars e nic
Cost Recovery Mechanism ("ACRM") for its  San Manue l Wate r Sys tem in its  Eas te rn Group.

On J a nua ry 25, 2008, the  Utilitie s  Divis ion S ta ff ("S ta ff') file d its  Me mora ndum a nd
P ropos e d Orde r re comme nding imple me nta tion of the  ACRM. The  P ropos e d Orde r wa s
de libe ra te d by the  Commiss ion a t the  Fe brua ry 12, 2008 Ope n Me e ting. At this  Ope n Me e ting
the  Commiss ion directed S ta ff to file  a  P roposed Amendment for Commiss ion cons ide ra tion a t
its  February 28, 2008 Open Meeting.

The  Proposed Amendment was  to have  the  ACRM implemented in two phases , March 1,
2008 and October l, 2008, ra the r than a ll a t once . The  firs t phase  was  to implement the  monthly
minimum portion of the  ACRM. The  se cond pha se  wa s  to imple me nt the  commodity portion of
the  ACRM a long with  a ny a mount tha t would ha ve  be e n colle cte d if the  ACRM ha d be e n
implemented without phasing, plus  inte res t.

Atta che d is  the  P ropose d Ame ndme nt tha t would modify the  P ropose d Orde r such tha t
the  ACRM would be  pha se d. P ha se  One  would imple me nt a  monthly minimum ACRM cha rge
of $4.51 for 5/8"x 3/4" meters  (la rger meter s izes  have  la rger increases  as  shown on the  a ttached
Phased in ACRM Schedule  DRR-1) on March 1, 2008.

RE:

P ha se  Two would be gin on Octobe r 1, 2008, with a  combina tion of cha rge s . The  ba s ic
P ha s e  Two ACRM would a dd a  cha rge  of $0.5026 pe r 1,000 ga llons  to the  e xis ting $1.7040
commodity ra te  for a  commodity ra te  of $2.2066. To colle ct, ove r s e ve n months , the  los t
revenue  and inte res t (S ta ff used 8.7 pe rcent, the  approved ra te  of re turn from the  la s t ra te  case )
due  to pha s ing, Pha se  Two would a dd a n a dditiona l a mount of $0.5109 ($0.5026 + inte re s t of
$0.0083) pe r 1,000 ga llons . The re fore , the  tota l increa se  in the  commodity ra te  for Phase  Two
would be  $l.0l35 pe r 1,000 ga llons  for a  tota l new commodity ra te  of $2.7175 pe r 1,000 ga llons .

DOGKE
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On May 1, 2009, the  commodity ra te  would be  reduced by $0.5109 pe r 1,000 ga llons  for
a  new commodity ra te  of $22066 pe r 1,000 ga llons , s ince  a ll the  los t revenue  and inte res t would
have  been collected a t tha t point.

Als o a tta che d to this  Me mora ndum is  P ha s e d in S che dule  DRR-2. This  s che dule  is  a
typica l bill ana lys is  for the  two phases  for usage  ranging from ze ro ga llons  pe r month to 25,000
ga llons  per month for 5/8" x 3/4" mete r customers  .

Ernest G. Johnson
Dire ctor

/ Utilitie s  Divis io n

EG]:DRR:1hm\CH

ORIGINATOR: De nnis  Roge rs
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Vice  President and Genera l Counsel
Arizona  Wate r Company
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Mr. Chris tophe r C. Ke e le y
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Mr. Nola n  D. J a me s
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PROPOSED AMENDMENT

Page 4, Line 13:
After the word "request", REPLACE "is" with "are".

Page 4, Line 25 :
INSERT new heading: Commission Discussion

After new heading, INSERT:
Based on discussions at the February 12, 2008 Open Meeting, we will modify

Staff"s first three recommendations by requiring Arizona Water Company to
implement its ACRM in two phases.  Phase One would implement a  monthly
minimum ACRM charge of $4.51 for 5/8" x 3/4" meters (larger meter sizes have
larger increases as shown on the attached Phased in ACRM Schedule DRR-1) on
March 1, 2008.

Phase Two would begin on October 1, 2008, with a combination of charges.
The basic Phase Two ACRM would add a charge of $3.5026 per 1,000 gallons to
the existing 31.7040 commodity rate for a commodity rate of $2.2066. To collect,
over seven months,  the lost revenue and interest (interest of 8.7 percent,  the
approved rate of return from the last rate case) due to phasing, Phase Two would
add an additional amount of $0.5109 ($0.5026 + interest of $0.0083) per 1,000
gallons. Therefore, the total increase in the commodity rate for Phase Two would
be $l.0l35 per 1,000 gallons for a total new commodity rate of $2.7175 per 1,000
gallons.

On May l, 2009, the commodity rate would be reduced by $0.5109 per 1,000
gallons for a new commodity rate of $22066 per 1,000 gallons, since all the lost
revenue and interest would have been collected at that point.

Page 5, Line 18:
After "ACRM", INSERT ", in phases".

Page 5, Line 25:
Between "attached" and "ACRM", INSERT "Phased in".

Page 5, Line 27:
Between the words "customers" and "of", INSERT ", in a form acceptable to
Staff,".



Afte r the  word "he re in", DELETE the  remainder of the  sentence  and REPLACE
with:
"a s  follows :

a . for the  Ma rch 1, 2008 incre a se  in the  monthly minimum, notice  sha ll be
provided as  soon as  poss ible , but no la te r than March 30, 2008,

b. for the  Octobe r l, 2008 increa se  in the  commodity ra te , notice  sha ll be
provided between September 1, 2008 and September 30, 2008,

c. for the  Ma y l, 2009 de cre a se  in the  commodity ra te , notice  sha ll be
provide d be twe e n April l, 2009 a nd April 30, 2009."

Page  6, Line  1:
INSERT new orde ring pa ragraph:
"IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny sha ll submit, to
Docke t Control, new ta riff pages  cove ring the  ACRM for its  San Manue l Sys tem
as follows :

a . for the  Ma rch 1, 2008 incre a se  in the  monthly minimum, the  ACRM ta riff
page  sha ll be  filed as  soon as  possible , but no la te r than March 14, 2008,

b. for the  Octobe r 1, 2008 incre a se  in the  commodity ra te , the  ACRM ta riff
page shall be  filed between September 1, 2008 and September 15, 2008,

c. for the  Ma y 1, 2009 de cre a se  in the  commodity ra te , the  ACRM ta riff
page  sha ll be  filed be tween April 1, 2009 and April 15, 2009."


